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Main Points

14.1 In CIDAs Geographic programs, contracts and contribution agreements with Canadian executing
agencies are used to implement development projects. Where CIDA used a competitive process for selecting
executing agencies, with some exceptions the process was properly conducted. However, we observed instances
where contracts did not comply with the Treasury Board Contracting Policy or the Government Contracts
Regulations.

14.2  An authority framework, similar to that for the contracting process, is not in place for CIDAs

contribution agreements. The terms and conditions for grants and contributions related to the Geographic
programs are very general and provide no direction on how and when to use contribution agreements. They
include a provision that contributions are to be approved in accordance with regular departmental procedures and
authorities; however, exceptions can be dealt with internally by CIDA. Consequently, CIDAs use of contribution
agreements to select executing agencies often varied from its stated internal policies or practices. CIDA can select
executing agencies by means of contribution agreements, which are, in effect, the same as sole-source contracts
that would not be permitted under Government Contracts Regulations. This was the case in about half of the
contribution agreements we examined.

14.3  CIDA project officers attach considerable importance to monitoring the agreements under their
responsibility. They commonly use monitors under contract to review and report on progress, and they insist on
receiving reports from Canadian executing agencies as required.

14.4  For the Voluntary Sector program, the Canadian Partnership Branch obtains reasonable information on
the financial health of its Canada-based partners. However, limited information is received on projects that were
funded, on the amounts spent on them, and on results obtained. CIDA bases its funding primarily on historical
levels rather than on partners’ performance. More meaningful and accurate information on the Canadian
Partnership Branch is needed in CIDAs Performance Report to Parliament.

Background and other observations

14.5 CIDA is responsible for managing about $1.8 billion of Canada’s international assistance. Approximately
$700 million of that amount goes to Geographic Branches for programs aimed at countries in Asia, Africa and
Latin America. Most of this amount is spent through contracts and contribution agreements with third parties,
referred to as executing agencies, to deliver development assistance projects. Another $260 million goes to the
Canadian Partnership Branch for grants and contributions to organizations to carry out their own aid programs.

14.6  In 1998, our Office published a report that commented on results-based management related to
Geographic programs. We concluded that progress in managing for results was evident but uneven.

14.7  This audit focussed on how CIDAs Geographic Branches manage contracting and other types of
agreements for goods and services, including the selection of Canadian executing agencies to deliver projects. It
also examined the control framework for agreements in the Canadian Partnership Branch’s Voluntary Sector
program. The audit aimed to assess whether CIDAS contracting/contribution agreement processes respect
Government Contracts Regulations, Treasury Board guidelines and its own policies; whether they are fair and
transparent; and whether they meet operational requirements and development needs.
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The Agency’s responses to our recommendations are included in this chapter. The Agency accepts the
recommendations and indicates the actions that it is taking or intends to take to address them.
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executing agencies, directly with countries

Introduction

CIDA uses contracts, contribution
agreements and grants to deliver its
development assistance

14.8  Nearly all of CIDAs budget for
1999-2000 ($1.7 billion or about

93 percent) is allocated to development
assistance programs. The planned
spending by program for this period is
shown in Exhibit 14.1. Operating and
capital expenditures of $131 million

eligible for Canadian aid. The projects
aim to reflect both the needs of

developing countries and Canada’s ability

to meet those needs.

14.10 CIDA s Canadian Partnership
Branch promotes partnerships between
developing countries and organizations
based in Canada and internationally, to
support sustainable development and
reduce poverty in the developing world.
The Branch provides grants and
contributions to support partner

(about seven percent) make up the rest ofrganizations that are responsible for the
the budget. CIDAs program expendituresdesign, planning and implementation of
of $1.7 billion are made in the form of ~ the development programs and projects.
grants, contributions and other transfer

payments. These payments are made to Focus of the audit

Canadian and developing country
inst_itutions,_ pr(_)vincial governments and to assess whether CIDA's

their or_ganlz_atlons and agencies, and ... contracting/contribution processes:
Canadian private-sector firms, for specific

development projects, programs and « respect Government Contracts
activities. Exhibit 14.2 shows the Regulations, Treasury Board guidelines
distribution of agreements by dollar valueand its own policies;

in the Geographic Branches, excluding
food aid.

14.11 The objectives of our audit were

- are fair and transparent; and

. + meet operational requirements and
14.9  The Geographic Branches carry development needs

out Geographic programs, also referred to

as bilateral or country-to-country 14.12 The audit focussed on how
programs; these programs account for CIDA's Geographic Branches manage
about 40 percent of CIDA' s program contracting and other types of agreements
expenditures. The Geographic Branches for goods and services, including the

also carry out development co-operation selection of Canadian executing agencies
initiatives, mostly through Canadian to deliver projects.

Exhibit 14.1
Geographic Programs
$671.1 million (40.5%) CIDA’s Program Budget
Countries in Transition for 1999-2000
$90.4 million (5.5%)
Canadian Partnershi
$259.4 million (15.6%)
Multilateral Programs
$637.2 million (38.4%)
TOTAL = $1,658.1 million Source: CIDA
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14.13 The audit also examined the
control framework for program funding
agreements in the Voluntary Sector governed by the terms and conditions for
program of the Canadian Partnership grants and contributions related to the
Branch. This program supports programs Geographic programs approved in March
and projects planned, designed and 1996, and by the terms and conditions for
implemented by the voluntary sector. the Canadian Partnership Branch approved
in March 1995.

Policy. CIDAs contribution agreements
are not subject to the GCRs and are

14.14 Sampling planin the

Geographic Branches, agreements with al4.16  The Geographic Branches’
value of over $100,000 account for over Geographic Programs Roadmap sets out
90 percent of the total value of all the monetary approval authority limits for
agreements. We selected a random samgleth contracts and contribution

of 33 agreements over $100,000, with a agreements. The level of approval

total value of $214 million, in six chosen required for a project depends on its dollar
countries in the three-year period 1996-9value. Projects between $500,000 and
to 1998-99. The selection of countries  $5 million require approval by a

reflected the dollar importance of each Vice-president; projects between

region and our discussions with CIDA. ~ $5 million and $15 million need the

The six countries chosen were Peru, Minister’s approval; and projects over
China, India, Cameroon, Egypt and Mali. $15 million must be approved by the
The sample included six agreements oved reasury Board. Partnership grants and

The awarding of
contracts for both aid
and corporate services
is subject to
Government Contracts
Regulations (GCRs)
and Treasury Board
Contracting Policy.

CIDA’s contribution - . o :
$10 million and three food aid contracts. contributions are based on cost sharing
agreements are not In order to ensure the currency of our ~ With partners. The limits for partnership
. indi agreements are $5 million per year up to
subiect to the GCRs. findings, we also Chose a small random ne _ _
J sample of eight projects from the $15 million under multi-year funding
1999-2000 year for a file review. In agreements.
addition, we selected a random sample of )
seven partnership agreements, with at  CIDAS policy framework for contracts
least one project in one of the and contribution agreements in the
six countries. Further details on the audit Geographic Branches
ar:e inAbout the Audit atthe end of the 1417 pgiicies in effect before 1997
chapter. relating to competitive contracts.Prior
] to 1997, there were two phases to the
Policy Framework competitive contracting process. The first
phase involved an invitation to prequalify.
CIDA authorities for contracts and CIDA put its request on the open bidding
contribution agreements system and invited bidders to make
simple, short proposals that allowed CIDA
14.15 The awarding of contracts for  to identify those who met the
both aid and corporate services is subjectrequirements. The proposals were to
to Government Contracts Regulations include the bidder's experience and
(GCRs) and Treasury Board Contracting achievements, key personnel, and
Exhibit 14.2 Geographic Branches Agreements Over $100,000 by Dollar Value
Spending by Type of Agreement Type of Agreement 1996-1997 1997-1998 1998-1999 1999-2000
and Fiscal Year Contracts 48% 45% 54% 43%
Contributions 45% 40% 37% 45%

Source: CIDA

Inter-governmental

7%

15%

9%

12%

14-8
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management/financial capability. There 14.21 Changes as of 199@0n
was no costing done at this phase of the 10 December 1996, CIDA's Minister
process. CIDA then established a review announced the implementation of an Open

committee to evaluate the proposals and Competition Pilot Project for all Under the country
retain _those that_met the s_tandards. The agreemen_ts over $100,00Q in _the_ focus approach, in
committee submitted the list to the Geographic Branches. This initiative was

Minister, who selected three to designed to allow both for-profit and most cases

five candidates for prequalification. not-for-profit organizations equal access g
. contribution
to service contracts over $100,000 as well
as to the Bilateral Responsive Mechanismagreements were to be

the prequalified candidates were requestéc(cjlr unsolicited proposals. This meant that g for projects that
not-for-profit organizations could compete

to submit detailed proposals. These for service contracts and that for-profit ~ were initiated,
propos_als |_ncluded a_detalled <_:ost|ng anolorganizations could enter into contributiondevelo ed and
total bld price. The bid evaluation team agreements with CIDA. The Agency p
examined the bids and prepared an emphasized that a competitive contractind@pproved by the

evaluation report. An Evaluation Review . . : .
Board revi d th t and mad environment is to be the chief meChamsmnOt-fOr-prOfit
oard reviewed fhe report and made a ¢, delivering the assistance program.

final recommendation to the Minister. ;.40 i initiative, contribution organization
;Oell(é\(’)v:]r:?ag'feﬁ;oscie;z %3'2;%%?#35?& agreements would be used for unsolicitedimplementing them.
the successful bidder proposals through the Bilateral

' Responsive Mechanism, which does not

require agreements to be open to

14.19 Policies and practices prior to  competition
1997 relating to contribution
agreements.Prior to 1997, CIDA's policy
called for the use of contribution
agreements for “country focus” projects
delivered by not-for-profit organizations.
One of the distinctive features of the
country focus approach was that in most
cases it was to be used for projects that

14.18 In the next phase of the process,

14.22 CIDA issued guidance on the

awarding of contribution agreements for

unsolicited proposals. The guidance

makes clear that, under the Bilateral

Responsive Mechanism, contribution

agreements are to be used as a vehicle for

engaging Canadian executing agencies

were initiated, developed and approved b nly When the_ project was initiated by the As of 1997,

the not-for-profit organization proposing entity. _The gu_|dance states that ]
in order to help differentiate sole-source not-for-profit

implementing them. The not-for-profit o o ”
organization was not hired to implement a'€SPONSIVe” projects from “directed organizations could
projects: compete for service

project for CIDA but received support for projects, it is important that responsive
« be unsolicited proposals from contracts, and

a project of its own.
14.20 By 1996, it had become commoneligible development partners; for-profit organizations

practice for CIDA, when engaging a - be implemented under a contributioncould enter into
Canadian executing agency for a project,

to use contribution agreements wheneverR9reement between the implementing ¢ ntribytion
agreements with CIDA.

dealing with not-for-profit organizations, organization and CIDA; and

even for CIDA-initiated projects. There . require that project approval and the
was no requirement that contribution selection of the implementing

agreements be tendered competitively angrganization be inseparable.

they could provide for reimbursements of

up to 100 percent of costs. Once awarded,4.23 Once CIDA decides that a project
contribution agreements are managed byqualifies as responsive, it can then

CIDA in much the same way as contractsdetermine whether and to what extent it

Report of the Auditor General of Canada — October 2000 14-9
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wishes to contribute toward furtherance oprogramming priorities and objectives.
the project. No profit is allowed to the  The Branch is also accountable for
project proponent. assessing the financial, managerial and
technical capabilities of partner
organizations, and for verifying the results
achieved.

14.24 For competitive contracts, the
prequalification phase of the selection
process was discontinued.
14.25 In December 1997, CIDA Observations and
incorporated these changes into its :
Geographic Programs Roadmap, which Recommendatlons
provides the policy and regulatory contex
for the conduct of the Bilateral Aid
Program. In November 1999, CIDA issue ;
a draft Contracting Guide for Managers in%ontract plans were incomplete
CIDA. The final version of the Guide was 14.27 Under CIDA policy, a contract
issued officially in May 2000. This guide Plan must be prepared early in the project
contains CIDA’s key contracting policies design stage. This plan sets the stage for
and reinforces the direction taken by the all contracts or other arrangements needed
Open Competition Pilot Project toward  to support the project. Among other items,
increasing competition. the plan is to identify the selection method
(competitive or non-competitive) and the
CIDA's policy framework for grant and  type of executing agency (not-for-profit,
contribution agreements in the private sector or other). We found that of
Canadian Partnership Branch the 12 non-competitive agreements that

we examined where a contract plan was
14.26  The 1998-2001 Branch Plan of - yaqyired, 8 did not address either the

the Canadian Partnership Branch (CPB) ggjection method or the type of executing

i’lanning and Design

outlines the policy framework within agency to be used.
which the Branch operates. Key features
of this framework are the following: Unclear or unrealistic expectations

) ) affect contract performance
+ ResponsivenesLLPB’s Canadian

partners are responsible for the planning 14-28 CIDAs Policy Statement on

and implementation of their own policies, Results-Based Management specifically
programs and projects in collaboration ~ calls for “defining realistic expected

with their developing country partners. ~ results, based on appropriate analyses.”
Responsibility for and “ownership” of the We found that 15 of the 33 agreements in
programs and projects supported throughOur sample had unrealistic or unclear

CPB belong to the Canadian or expectations of what was to be achieved.
international partner and its partner In all but one case, the projects had
overseas. These programs and projects &#eopped one or more of the major
not CIDA programs or projects. expected results or were significantly
behind schedule. In the one case, the
+ Cost-sharing All Canadian and project team redefined an unclear

developing country partner organizations gbjective and created clearer expectations,
are required to contribute resources to  \hich were being met. In the other cases
their development initiatives. where the projects were behind schedule,

we found no sound analysis (for example,

« Focus at the institutional level.The critical path) of how the time could be
Canadian Partnership Branch ensures the path)

eligibility of the organizations receiving made up (see Exhibit 14.3).
support and assesses the extent to which14.29 For the contracts in our sample,
their programs reflect CIDA's the project approval documents, the

14-10
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statements of work and the requests for consultants and developing country
proposal were consistent with each other.officials to present anticipated project
The statements of work were generally results as optimistically as possible, even
clear enough to permit CIDA to include inif experience suggests that more modest
contracts the outputs that Canadian expectations would be realistic.
executing agencies were expected to
deliver, and to enable CIDA to monitor ~ + Bidders are required to bid on the
project progress, notwithstanding whetheiproject as described in the request for
these expected outputs were realistic.  proposal. They are given points in the
evaluation for their understanding of the
14.30 One of the perceived advantagesproject. During our audit, bidders told us
of tendering contracts for competition is that they could not consider making a bid
that the process should lead to a tighter that would indicate that project
and better-understood description of the expectations are unrealistic, as they would

job to be carried out. We looked for then stand no chance of winning.
reasons why so many contracts let
competitively still had unrealistic « CIDAs evaluation teams for
expectations of results. We believe the tendered bids generally include the project
main reasons are the following: team leader, who is the officer proposing
the project and who has usually directed
« Many projects are planned in the design phase, and one or more

considerable detail by CIDA staff, using technical specialists who understand the
outside consultants to assess feasibility. subject area. A contracting officer assists
The consultants who assess the feasibilitghe team to ensure compliance with

do not generally bid on the contract, and contracting policy. The evaluation team
the time frames between the feasibility focusses on selecting the bidder with the
assessment and contract implementationbest approach and experience, rather than
can be measured in years. Competition fan questioning whether the expected
funding encourages CIDA staff, results are realistic.

An $18 million project in Egypt was to set up a fund Exhibit 14.3
for small businesses to improve their environmental
compliance with Egyptian law. CIDA expected that Project With Unrealistic
Egyptian small businesses would be eager to invest|in Expectations Falls Behind
projects of about $250,000 to comply with the law. Schedule
This proved to be unrealistic, as the Egyptian
government did not move as vigorously to enforce its
environmental legislation as CIDA had assumed it
would. The Canadian executing agency spent
considerable effort to find three businesses willing tc
participate. At the time of our audit, the dollar value
of the projects identified averaged $107,000. The
portion paid from project funds averaged $32,000.

firm. CIDA is helping with the purchase
of a water purifier for this operation. It took two years rather than one year to develop an
inception report including an operational plan. The
original plan had called for the pilot phase to last 12 months after the preparation of the inception
report. When it was developed, the inception report planned to make up for lost time by reduging
the pilot phase to between seven and nine months. At the time of our visit to the project, the
nine months for the pilot phase had expired but the pilot projects had not begun. The pilot phase
was crucial to validating the approach that had been developed and to working out the details of
implementation. However, the Canadian executing agency was planning to meet deadlines by
proceeding with implementation without the benefit of the results of the pilot.

Report of the Auditor General of Canada — October 2000 14-11
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Demonstration by a worker
in a small metalwork
industry. A CIDA poject is
providing counselling
support to small and
medium-size firms in one
region in Egypt (see
paragraph 14.32).

14.31 As part of the project approval - Institutional capacity and ongoing
process, CIDA should review more relevance are adequate to maintain project
rigorously whether the expected results benefits.

that have been established for projects

are realistic.

The national and international
environments are conducive to

Agency’s responseCIDA will place maintaining project benefits.

greater emphasis, as part of the project 1433 puring the audit, we examined

approval process, on ensuring that the  ¢qniracts and contribution agreements
established expected results for projects \yith canadian executing agencies to

are realistic.

determine if they included any provision

Provisions for sustainability need to be  relating to conditions that would make
built into agreements more consistently sustainability of benefits more likely.

14.32 In our 1993 chapter on Bilateral
(Geographic) Programs, we outlined
certain conditions for sustainability of

There were 25 agreements where
provisions relating to sustainability could
have been considered. Of these
agreements, 12 called for one or more of

_bengfits. CIDA incorporated this thinking o conditions for sustainability to be
into its results-based management addressed, while the other 13 did not. The

framework (which we published in our
1996 follow-up chapter) by setting out
four conditions for ensuring the

sustainability of benefits:

activities.

following two cases provide examples; the
first addressed sustainability and the
second did not.

14.34 An $18 million contract for an
- Stakeholders take charge of project onvironment development project in
Egypt required the Canadian executing

. There is commitment of sufficient agency to spend the last two years of the
financial resources to maintain project project putting in place a transition
benefits, where applicable.

strategy to turn over management and

14-12
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administrative responsibilities to local
organizations.

14.35 A micro-finance project in Peru
was to transfer from the Canadian

Canadian International Development Agency — Managing Contracts
and Contribution Agreements

registry is a public record of

documentation related to any
environmental assessments conducted for
the projects. Neglecting to file the

required documents in the public registry

executing agency to members of the credifenies the public its legislated right to

union system knowledge and skills in the
areas of marketing, information systems
banking procedures, management and

participate in the environmental

' assessment process.

audit. The agreement contained a training4-39 An internal audit found that only

module but did not require testing of the
credit union staff’s capability before
handover of the project. The agreement
could also have required the Canadian
executing agency to identify and develop
the leadership skills of an organization to
ensure that the knowledge and skills
acquired by the member credit unions ar
maintained and further developed. This
would have supported stakeholders in
taking charge of project activities. A

revised implementation plan has proposg
to introduce an institution-strengthening
component.

14.36 Although clauses in agreements
with executing agencies are not the only
way to help ensure that conditions for
sustainability will exist, CIDA needs to
continue to look at this option in its
planning of agreements.

CIDA did not always comply with the
Canadian Environmental Assessment Ac

14.37 Under theCanadian
Environmental Assessment Act (CEAA)

CIDA must examine proposed projects tq '“

determine the environmental effects of
project and make a decision on their
significance. For each project, CIDA
requires a preliminary environmental
assessment form to be completed in the
design stage, to establish whether the A
applies to the proposed project and
whether an environmental assessment ig
required.

14.38 For projects that undergo an

assessment, a completed environmental '

screening report must be filed in the
public registry along with other
project-related documents. The public

about five percent of new CIDA initiatives

require an environmental assessment
under the Act. The number of applicable

N v - <

The San Hilarion Cooperative, which is located on the outskirts of Lima, Peru,
is one of the institutions participating in the micro—finance project. The
implementation of the project at this Cooperative began in March 2000

(see paragraph 14.35).

Report of the Auditor General of Canada
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A village doctor who
received training from the
Yunnan Maternal and

Child Health Project speaks
about maternal health
issues to a group of women
at the Toutai Administrative
Village Clinic in Yunnan
Province (see paragraph
14.40).

cases is relatively small, but in 41 percentegistry but did not raise any
of those cases, the audit concluded that environmental concerns.
CIDA was not complying with the
requirement to conduct an environmental
assessment prior to a funding decision.

14.41 The Mali Mortgage Financing
project (see the case study on page 14-15)
is a case where the original project plan
correctly indicated that th€ EAAdid not

14.40 Of the projects we examined, twoapply. However, as the project progressed,
e Canadian executing agency’s activities

required environmental assessments. Ong

one was found in the public registry and i ere expanded to include _co-ordinating
had been filed late. The project included "°USing development to stimulate demand

the construction of health centres in for r_no_rtgages. This made necessary a new

China. The original preliminary preliminary environmental assessment, as
: Jnousmg development typically triggers the

application of the Act. Following the

approval of the new activities, no review

d of the project was conducted to determine

if the Act applied.

that theCEAAdid not apply. However, in
this instance, the Act did apply to the
construction activities. CIDA discovere
its oversight some time later, but the host
country partner began construction beford4.42 Environmental assessments serve
the required assessments were completetb bring forward environmental

After reviewing those assessments, CIDAconsiderations in the project planning and
required ongoing monitoring of the design stages. Conducting the assessment
facilities for potential adverse after the start-up of a project is almost
environmental impacts. Although the equivalent to not conducting one at all.
monitoring was done, CIDA did not file CIDAs Executive Committee approved

the monitoring reports in the public new environmental assessment directives
registry as required. The assessment of tlaad agreed that the Agency strive for full
other project was not found in the public compliance with theCEAADby

14-14
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1 July 2000. An Environmental

Assessment Co-ordinating Committee was

established to assist with this effort.

Selection

Contribution agreements were used
instead of competitive contracts

14.43 In our 1999 chapter on
sole-source contracting and the use of

advance contract award notices (ACANS),

we stated:

Contracting is an essential tool for

Canadian International Development Agency — Managing Contracts
and Contribution Agreements

goods or services for the Crown.

“Open access” is a fair chance for all

qualified vendors to do business with

the Crown without political or

bureaucratic favour. An open, Over the years, CIDA
competitive bidding process provides has subscribed to the
the best guarantee that both of these |

principles will be respected. The principle of
Government Contracts Regulations competition for

state that competition is the norm, and

departments are to solicit bids before contracts but not for
entering into a contract. contribution

14.44  Over the years, CIDA has agreements.

subscribed to this principle for contracts

federal departments and agencies in but not for contribution agreements. Until

delivering programs. Central to
government contracting are the
principles of best value and open
access to contracting opportunities.

1997, CIDA traditionally used the
non-competitive vehicle of contribution
agreements when choosing a not-for-profit
organization, and competitive contracts

“Best value” is the best combination when choosing a for-profit organization as
a Canadian executing agency. Exhibit 14.4
government can obtain in acquiring shows the percentages, in terms of dollar

of value and price that the

Background

The main output of this project is to
establish a loan guarantee system to facilitate
access by Malian people to property ownership.
It intends to stimulate economic activity related
to the construction sector and therefore help the
poor. CIDA signed a contribution agreement of
$4.7 million with a not-for-profit Canadian
executing agency for this project.

A contribution agreement was awarded
instead of a competed contract

CIDA identified this as a possible project in
meetings with the Malian government in 1994.
CIDA had a feasibility study done by the
not-for-profit organization and the Canada
Mortgage and Housing Corporation in February
1996. In May 1996, CIDA asked for and
obtained authorization from the Minister to enter
into a contribution agreement with the same
not-for-profit organization for the implementation
of the project. In our view, because CIDA
initiated this project, it did not meet the
conditions for a project under the country focus
approach. A competitive process should have
been used.

CIDA was slow to react when
assumptions critical to the project’s
success were not met

The feasibility study identified several

Mali Mortgage Financing Project

assumptions critical to the start of the project.
Two involved amendments to Malian legislation.
The Malian government agreed in its
Memorandum of Understanding with CIDA that
these legislative changes were critical to the
project and that they would be implemented
before the project team arrived. Three months
prior to the scheduled mobilization of the
Canadian executing agency staff to Mali, a
CIDA mission identified a complete lack of
progress toward the legislative changes.
Despite this fact, CIDA instructed the Canadian
executing agency to begin its operations in Mali
and help the Malian government draft the
legislative changes.

The Canadian executing agency spent
considerable time in the first seven months of
the project drafting the legislative amendments.
This was not part of the original plan. Almost
two years after the start of the project, the
Malian legislature has not yet passed the
changes. About eight months into the project,
the project team, made up of both Canadian
and Malian staff, also discovered that approval
from the Central Bank of the West African
States is required to issue loan guarantees. The
Canadian executing agency failed to identify this
critical condition in both its feasibility study and
inception report. The Canadian executing
agency then spent one year preparing to meet

the approval conditions in order to apply to the
Central Bank. The project team is now waiting
for the Central Bank’s decision.

No loan guarantees — the main output of
the project — have been processed so far. The
original plan had called for 1,400 out of 8,300
guarantees to have been issued in the first two
years. The current annual work plan shows no
change in the total number to be issued, but
does not explain how the project team plans to
catch up.

Lack of necessary involvement of host
country causes project delays

This project also shows the difficulty of
fostering development in a bilateral context. The
planning documents for this project called for
the Malian government to contribute about
$1 million (400 million CFA francs) to the
project. The MOU, which was signed later,
required the amount to be taken out of the
Malian counterpart fund, which is also
completely financed by CIDA. We could find no
rationale on file explaining such a significant
change to the Malian government’s
responsibilities on the project. The current
situation is a project that is financed 100 percent
by CIDA, in serious difficulty and waiting for the
local government to act.
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value, of competitive and non-competitivenot-for-profit organization. Consequently,
agreements over $100,000 signed in the a competitive process should have been
Geographic Branches from 1996-97 to considered for the selection of the
1999-2000. These include goods and  executing agency. The case study on page

services contracts and contribution 14-15 provides an example where
agreements. competition should have been considered
but was not. The following case is another

14.45 With the advent of the Open example.

Competition Pilot Project (OCPP) that the

Minister announced in early December 14.48 In May and December 1996,
1996, CIDA indicated that contribution ~ CIDA awarded two contribution
agreements would be used for unsolicite@dreements to a Canadian not-for-profit
proposals. Not-for-profit organizations ~ Organization to design and implement a

would henceforth be encouraged to health project in China. The total value of
compete with for-profit organizations for the agreements was $5.4 million. The
contracts to deliver CIDA aid, and government of China had requested
for-profit organizations would be eligible Canadian assistance in May 1995 to carry
to receive contributions, on a out this project. CIDA undertook a
non-competitive basis. feasibility mission in February 1996. The

consultants who carried out the mission
14.46  The contracts and contribution  jgentified the necessary experience and
agreements that we selected were from expertise that would be required of a
those signed in the years 1996-97t0  Canadian executing agency. In making its
1998-99. The contribution agreements  selection, CIDA decided to sole-source
dated beyond 1997 should have fO”OWedthe design and imp|ementati0n of the
the procedures of the Bilateral Responsivgroject through contribution agreements,
Mechanism unless the selection process eyen though the project was initiated by
had already begun under the previous CIDA and the selection approval

policy framework. Those agreements  memorandum noted that more than one
whose selection process had begun beforgpplier was available.

1997 should have followed the country .
focus approach. In both time periods, 14.49  We noted that CIDA did hold a

contribution agreements were to be used competition to select an executing agency
for what CIDA now terms unsolicited for each of two contribution agreements in
our sample. The requests for proposal

proposals. . T
were sent to not-for-profit organizations.

14.47 We concluded from our Both projects were awarded before the

examination that 6 contribution Bilateral Responsive Mechanism was

agreements out of 11 that we examined adopted in 1997. Although in accordance

were initiated by CIDA, rather than the  with the country focus approach, these
were not unsolicited proposals, the process
was in the spirit of greater fairness and

transparency.
Exhibit 14.4 .

14.50 We noted another instance where
Percentages of Competitive and Non-Competitive Agreements Over $100,000 two very S|m||ar_pr01_eCt3 In two countries
in the Geographic Branches, by Dollar Value were treated quite differently under

similar circumstances (see Exhibit 14.5).

1996-1997 1997—19933 1998-1999 1999—2#)0014 51 CIDA conducted a performance

Competitive agreements

Non-competitive agreement

48% 53% 61% 48%| review of the Open Competition Pilot
Project in early 1999. One of the main
conclusions from the performance review

52% 47% 39% 52%

Source: CIDA

was that the restriction to the use of
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contribution agreements for unsolicited
proposals was not well understood or
applied. Among the weaknesses that
CIDA staff identified for the reviewers ~ 14.53  Framework for contracts and
were the lack of clear distinction betweencontribution agreements.Contracting The t d
directed sourcing and unsolicited activities take place within a € terms an
proposals, the lack of clear directives on Well-established management framework ¢onditions for
the extent of the involvement allowed for With underlying principles of best value tributi
project officers to assist or give advice on2Nd Open access. Activities are governed contribution
proposals, and the need to discuss and PY the Government Contracts Regulationsagreements are very
resolve some remaining ambiguities and competition is the norm. Exceptions

contributions is still not completely
understood at CIDA.

associated with “solicited unsolicited are permitted in certain limited

general and provide no

proposals.”

14.52 In our selected sample of

circumstances and must be fully justified direction on how or
on the contract file or in a submission to

the Treasury Board. However, no similar When to use
framework at the level of GCRs exists for gontribution

eight contracts and contribution
agreements from 1999-2000, we looked {§pa projects, even though these are
see if the 1997 policy direction was beingvirtually identical to contracts.
consistently followed. Of three
contribution agreements classified as
unsolicited proposals, in our view two
should have been opened to competition projects is governed by the terms and
because they did not meet the conditionsconditions approved by the Treasury

of the Bilateral Responsive Mechanism. Board in March 1996. The terms and
The “unsolicited” criterion for conditions are very general and provide

14.54 CIDAs authority to use

entering into contribution agreements for

agreements.

contribution agreements to implement its

no

A company implemented the pilot phase of similar projects in Cameroon and Céte d’lvoire. Far the

second or main phase, CIDA chose the competitive contract route in the project in Cameroon
selected a winning bidder. The company that implemented the pilot phase in Cameroon did ng

the contract. For the Cote d’'lvoire project, CIDA chose not to go to competition and entered into an

$8.5 million contribution agreement with the company that had carried out the pilot phase. Thi
the same company that had bid unsuccessfully on the project in Cameroon. Both events happ
around the same time. In the competitive process, the winning bidder was selected 13 Octobeg
and the contract was signed 10 May 1996. The non-competitive contribution agreement was $
7 June 1996. In the project involving the contribution agreement, CIDA had planned to award
sole-source contract. Planning had advanced to the point that CIDA had obtained the Ministe
approval of the project on 10 May 1996, and had sent a submission to the Treasury Board reg
authority to enter into an $8.0 million sole-source contract and for retroactive approval of the
sole-source contract awarded for the pilot phase. However, according to information on file,
Treasury Board staff indicated that they were very uncomfortable with the submission and sug
that CIDA take advantage of recent changes permitting it to enter into contribution agreement;
private companies. CIDA decided not to proceed with its submission and retained the compar
sole-source basis using a contribution agreement under its Bilateral Responsive Mechanism.
could not find an approval document signed by the Minister authorizing the use of a contributi
agreement, although there was a reference on file that the Minister and President of CIDA ha

Exhibit 14.5
and

t win Use of a Contribution
Agreement Instead of a

S was Competitive Contract

ened at
r 1995
signed

a

'S
juesting

gested
5 with
y on a
We

on

d

requested the negotiation of a contribution agreement with the company. This decision appears to

have been made on 3 June 1996 and the agreement was signed four days later.

Under CIDA's Bilateral Responsive Mechanism, because the project proponent is to be the or
of the project and make a contribution proportional to its commitment, no profit may be associ
with the project and contribution agreement. However, all CIDAs planning had been done on

basis of a sole-source contract, which included a normal provision for profit. We noted that the
contribution agreement contained almost the same amount for fees as was included in the pr
contract, and there was no analysis of how the agreement complied with the no-profit provisig

ginator
ated
he
pposed
n.
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CIDA has made efforts
to make its selection
process for
competitive contracts
fairer and more

direction on how or when to use those that are not for unsolicited
contribution agreements. Direction is proposals. CIDA will enhance its use of
provided in several documents referred tacontracts to better reflect this as one of
in CIDA's Framework Policy for Bilateral the key mechanisms for the delivery of its
Aid. The terms and conditions also aid programs. The two mechanisms are
include a provision requiring that intended to complement each other.
contributions are to be reviewed and
approved in accordance with regular
departmental procedures and authorities.
However, exceptions can be dealt with
m_ternally. Consequently, V\_/hen C.IDA for compliance with authorities and
wishes to make an exception to its own .

.- - CIDA policy.
policies on the use of contribution
agreements, it is able to do so with no  Agency’s responseCIDA will expand the
requirement to justify the exception. We mandate of its separate group in the
observed several instances where, in branches to cover the review of contract
effect, CIDAs use of a contribution plans over $100,000 for compliance with
agreement to select an executing agencyauthorities and CIDA policy.
was the same as using a sole-source
contract — which would not have been
permitted under the Government
Contracts Regulations.

14.57 A separate group within CIDA
should review all proposed
non-competitive contracts and
contribution agreements over $100,000

14.58 There were also two directed
contracts out of our sample of 15 contracts
that, according to Government Contracts
Regulations, should have been

14.55 CIDAs terms and conditions for COmpetitively tendered but were not.
grants and contributions related to the ~ Exhibit 14.6 provides one example.
Geographic programs are due for renewah4 59  Regional distribution of

in March 2001. This will provide an contracts and contribution agreements.
opportunity to establish a clearer authorityye obtained data from CIDA on the

transparent. framework for the use of contr_lbutlon distribution, by province, of service

agreements by the Geographic Branchegontracts and contribution agreements

to fund projects. Projects that do not meepyer $100,000 in the Geographic Branches

the description of unsolicited proposals agor the years 1997-98 and 1998-99.

described in CIDASs current policy for the gxhipbit 14.7 shows the regional

Bilateral Responsive Mechanism should gistribution of service contracts for those

be tendered for competition. years. Exhibit 14.8 shows the regional
distribution of contribution agreements in

14.56  When CIDA seeks Treasury the Geographic Branches for the same

Board approval for renewal of its terms period.

and conditions, the Agency should

include a framework that makes it clear 14.60 CIDA has made efforts to make

how and when contribution agreements its selection process for competitive

will be used in the Geographic contracts fairer and more transparent. A

programs. key step was the move from a two-step
process of prequalification and tendering

Agency’s responseCIDA will continue to to a one-step tendering process for

use contribution agreements under the competitive agreements. This new

terms and conditions for grants and tendering process introduced clear policies

contributions related to the Geographic on the necessity for competition.

programs approved by the Treasury BoardJpcoming projects and competitions are

However, it will introduce a more advertised on the government open

structured framework to better guide the bidding system. CIDA put a regional

use of contribution agreements, especiallyfficer in Industry Canada’s Vancouver
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process, we found two with errors that had
occurred in the selection process.

qualified contractors. A similar position is

planned for Atlantic Canada. CIDA
contracting personnel have also given
presentations across the country to
potential contractors.

Some errors occurred in the selection
process for competitive agreements

14.62 In one case, a contribution
agreement for $4.1 million to train judges
in China was awarded to the bidder with
the highest score, a consortium of
not-for-profit organizations. Three months
after the winning bidder was notified, but
before the agreement was signed, CIDA

14.61 Out of the 15 agreements in our
sample that had used a competitive

discovered that the winning bidder had

made a $600,000 error in its calculations.

The bid evaluation team had not found

this error. Had the error been discovered

The Miyun Reservoir Dam (the main reservoir f
the city of Beijing, China) along with Canadian
dam-monitoring equipment. The Miyun Reserv
Dam is one of ten dam sites that received
monitoring equipment as part of the Dam Safet
Monitoring and Management Project.

A sole-source contract for $6.4 million for
a project in China was let in 1996 to a
private sector company. CIDA received a
preliminary proposal dated August 1994
for the design and implementation of this
project. CIDA also received a letter of
interest from a competitor, dated August
1994. A memo on file stated that it was “unlikely that CIDA policy would permit sole-source
either of the interested companies.”

CIDAs Concept Paper stated, “the only major risk associated with this project is the
sole-sourced selection of the Canadian executing agency for both design and implementat
and “other Canadian firms with equal or stronger overall capability, one of which was pursu
business in the same dam safety area, may protest the decision.” This risk was mentioned
in the project approval document.

CIDA officially justified the sole-sourced selection of the contractor for the design phase un
Government Contracts Regulations exemption 10.2.1 (d) “only one person or firm is capab
performing the contract.” This justification was given to the Treasury Board despite the
indications on file that there were equally or more qualified Canadian executing agencies. |
October 1995 submission to the Treasury Board, CIDA stated that the Canadian executing
agency was uniquely qualified to deliver the project because it had “proprietary and unique
rights of access” to a particular supporting technology necessary to deliver the project. For
execution phase of this project, CIDA prepared a hew submission to the Treasury Board in
1996 where it again justified sole-sourcing under the same exception and with the same
explanation. CIDA files did not show how the particular technology for which the Canadian
executing agency had proprietary rights was the only technology compatible or technically
feasible for use in the project. On the contrary, discussions with CIDA project staff and note
file indicated that there were other appropriate technologies available in Canada to other
qualified firms. In our opinion, the sole-sourcing of this contract was contrary to Governmer
Contracts Regulations.

or Exhibit 14.6

A Contract That Should Have
Been Tendered Competitively
But Was Not
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and added to the bid price as normally

required, a different consortium of

not-for-profit organizations would have

effort to cover the error, CIDA refused and
an agreement was eventually signed at the
bid price. In our view, CIDAs treatment

won the bid. Because the agreement hadof this selection process was unfair to the
not yet been signed, CIDA still had an

opportunity to re-evaluate the bids. CIDA

wrote to the selected consortium and
advised that it had two options. It coul
confirm the revised amount as calculated(See the case study on page 14-22).
by CIDA, in which case the Agency

would reassess its scoring, and this migh
have an impact on the evaluation result; or

the consortium could withdraw its bid.
These two options followed the
government’s normal bid evaluation
practice. However, neither option was
chosen and CIDA proceeded with
negotiations with the selected consortiumorganizations in some other Western
Although the consortium asked for
increased funding and a reduced level of evaluation of contractors. Our research

Exhibit 14.7

Regional Distribution of Service Contracts Over $100,000
in the Geographic Branches

t

Province/Region Proposals Number Selected Dollar Value
Ontario 36% 36% 39%
Quebec 45% 36% 28%
West 15% 23% 26%
Atlantic 4% 5% 7%

Source: CIDA
Exhibit 14.8

Regional Distribution of Contribution Agreements Over $100,000

in the Geographic Branches

Percentage of
contributions received
by dollar value

Percentage

of contribution
Province/Region agreements signed
Ontario 36%
Quebec 24%
Western Canada 13%
Atlantic Canada 4%
International
Organizations 23%

36%

32%
11%
2%

19%

Source: CIDA

consortium that was not selected.

14.63 In another case, a bidder who

d should have been disqualified was chosen

CIDA does not have a performance
evaluation system for executing agencies

14.64 A performance evaluation system
for contractors can serve to provide a
record to be consulted during subsequent
evaluations of tenders. While planning our
audit, we looked at whether aid

countries carried out performance

showed that even where performance
evaluation was mandatory, such as
through legislation, project and program
managers did not comply and only a low
percentage of contractors were ever
evaluated. The main reasons given were
fear that public disclosure would lead to
lawsuits against officials, and the
workload required to carry out evaluations
in a public context. For those reasons,
CIDA has decided that it will not perform
contractor evaluations and that each bid in
response to a request for proposal will be
evaluated on its own merits.

Execution

Agreements do not provide for
management of assumptions deemed
critical to project success

14.65 The development environment is
one of considerable uncertainty. Every
agreement is unique and every bilateral
partner presents different challenges. As
part of project management, CIDA
managers of bilateral projects must
identify assumptions at the planning stage
that are critical to the project’s success.
The Canadian executing agencies are
required to update the assumptions as part
of their preparation of the project

14-20
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implementation plan. Some of these relattheir proposals how critical assumptions
to external factors over which the were to be addressed. Nor did CIDA
Canadian executing agency would have mrovide any guidance on how the
control (often the co-operation expected responsibility for dealing with the critical
from the host country partner in terms of assumptions would be allocated between
inputs); other assumptions, such as CIDA and the Canadian executing agencyGenerally, CIDA and
“equipment provided by the project is After initial identification of the critical . . .
adequately r%aintained),/” cou?d :easonablyassumptions, a framework would be usefu'lts executing agencies
be addressed by the Canadian executingto specify how they would be managed have been slow or
agency should the assumption be at risk. and who would be responsible for

responding to situations where individual unable to take
14.66 We examined the agreements andritical assumptions were not being met. responsibility and

their implementation to determine to what, , 5o Only two of the agreements we react when critical

extent CIDA had identified critical examined provided for how the critical
assumptions. These can also be viewed as P gssumptions fail to

L assumptions would be managed. We foun
the areas of major risk that need to be . . -
managed for the project to be successful that generally CIDA and its executing  materialize and

We also examined whether the agreemenﬁgsen(fr;iisb:?i?vzr?jizasgfvv\cg nugfilg(l:zlto tal«E")rcblems ensue.
assigned responsibility for tracking, P y

) - . __assumptions fail to materialize and
reportmg _and resolvmg issues Concemmgproblems ensue. The case study on page
those critical assumptions. )

14-15 and the following case provide

14.67 Our audit found that where examples.

reasonable, and as part of its developmerid.69 CIDA designed a project for Mali
of a logical framework analysis, CIDA  to improve its income tax system. An
identified critical assumptions. This assumption it identified as critical to the
analysis is included in the project approvairoject’s success was that there would be
document and the request for proposal topolitical will and consistent support by the
suppliers. However, there was no specifichost government. It signed a contract with
requirement that suppliers describe in  the Canadian executing agency in June

A peer educator in Cameroon
provides counselling on the
prevention of AIDS and

sexually transmitted diseases.
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1997 for $13 million. When there were  14.70 Some CIDA project officers

signs that the necessary conditions for taxexpressed frustration that the Canadian
reform were not in place and that local executing agencies were “not doing their
and Canadian personnel did not have thejob.” CIDA officers often rely on

assumed expertise, neither the Canadiancontracted monitors to provide them with
executing agency nor CIDA took any independent assessments of executing
decisive action. Canadian executing agencies’ progress. The monitors’ reports
agency personnel were kept in place andwe examined did not routinely address the
they worked on the activities that they  continuing validity of the critical

could. assumptions or identify new critical

Lack of Due Diligence in Selecting a

Contractor for a $6.3 Million Contract

« The first problem relates to the issue of
Canadian ownership and effective control.
Bidders invited to prequalify were advised that
only those entities having their head office in
Canada and having not less than 51 percent of
all classes of shares beneficially owned and
controlled by Canadian citizens or landed
immigrants were eligible. When submitting its
bid in September 1995, the company attested to
meeting that condition and provided a letter from
its auditors certifying to that effect.

However, after CIDA’s Evaluation Review
Board recommended the company as the
winner on 26 June 1996, but before the contract
was signed on 7 November 1997, one of the
losing bidders complained to CIDA’s Minister
that the winner should have been declared
ineligible. The complaint contended that the
company was not Canadian-controlled at the
time it submitted its bid for prequalification. To
support its claim, the losing bidders’ lawyers
made reference to annual reports submitted to
the Superintendent of Financial Institutions of
Quebec that showed the company was owned
and controlled by a French company at the time.

View of an electrical pole installed as part Thege reports are publicly available, but CIDA
of a CIDA project to renovate and restore giaff told us they had not obtained them.

the electrical distribution system in
Bamako, Mali.

This project involved the installation of
hydro poles and equipment in Mali, with a
component for training of local staff. At the time
this contract was tendered, CIDA used the
two-stage process for holding competitions. The
first stage was an invitation to prequalify, and
CIDA identified seven firms that met its criteria.
For this project, the Minister prequalified three
firms to receive a CIDA request for proposal.
The second stage was the actual submission of
contract proposals by the prequalified bidders.

We found two serious problems in the
selection of the winning company, both at the
prequalification phase:

We obtained these reports. The report
dated October 1995 (less than one month after
the company’s representation to CIDA that it
was Canadian-owned and controlled) showed
that there had been no change of ownership
since the previous report. The previous report
dated December 1994 showed a French
company as the majority shareholder controlling
the majority of votes.

CIDA files also referred to a Dun and
Bradstreet report that was no longer on file. We
then obtained directly from Dun and Bradstreet
two reports, one dated September 1995, the
other April 2000. The one dated 1995 showed a
French parent company as the majority
shareholder. The one dated April 2000 showed

that the company had changed to Canadian
control in 1997.

CIDA also had on file audited financial
statements from the company as at
31 December 1995. These statements made
reference to a loan from a parent company.
While CIDA staff told us that they had relied on
the letter from the company’s auditors to support
the decision to uphold its selection, they could
not explain this apparently conflicting
information. We requested that CIDA obtain an
explanation of how the company selected could
have been considered eligible in September
1995. Based on our examination of the
documentation that CIDA subsequently
received, in our opinion the company did not
meet CIDA'’s conditions for beneficial ownership
and effective control.

We believe that CIDA failed to show due
diligence in following up the complaint. It ignored
documentation it had on file that supported the
complaint; it did not obtain explanations
regarding the auditors’ letter it relied on; and it
did not seek out publicly available information
that would have provided further evidence on
the question.

« The second problem relates to the
evaluation grid. All bidders at the prequalifying
stage were provided with CIDA’s evaluation
criteria as part of the tender call. One
requirement was that the bidders obtain a
minimum score for relevant experience. The
company in question did not obtain the minimum
score, and thus should not have been selected
for prequalification. CIDA did not disqualify the
company. Normally, if criteria for selection must
be changed, the bidding process is started over
so that all potential bidders are on an equal
footing.
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assumptions that would need to be pounds into a special account to be used
realized for the project to succeed. for development purposes. Our audit

) i found that the Egyptian government
14‘71_ Some Canadian executing deposited only 8 million Egyptian pounds
agencies told us that many of t_h_e (approximately $3.2 million) to the
assumptions (such as the provision of special account in July 1997. During our
competent staff by the host country) are g visit, we observed that CIDA had

beyond their control. '_A‘S well, their . never verified the amount deposited, as it
contracts do not require then_w_to MONItor |\ -« entitled to do. In the other case,

and repqrt on whgther the crltlc_al which occurred in Mali, the problem was
assumptions continue to be valid. similar although the dollar amount was

14.72 Where appropriate, CIDA smaller.

should incorporate into its agreements 1476  CIDA should verify that
provisions that designate responsibility agreed-upon amounts have been
for monitoring, reporting and dealing deposited to counterpart funds, and

with situations where critical where they have not it should take
assumptions are at increased risk of no appropriate action.

longer being valid. ]
Agency’s responseCIDA will more In two of six

Agency'’s responseCIDA will update its  consistently verify that all agreed-upon :

; reements in our
Geographlf: Programs Roadmap to bettergmounts have been deposited to agreements in ou
provide guidance to managers and reflectcounterpart funds and take appropriate  Sample, the host
their responsibility for monitoring, action where needed.

reporting and dealing with situations _ ) _ country did not

where critical assumptions are at risk. ~ 14-77 Projects in the Geographic deposit the full amount
Branches include the participation of the

Co-operation of the host country is key —host government or one of its agencies in owed to the

to successful performance and achigving the overfill projec_t results. This counterpart fund.

sustainability requires that CIDAs executing agency and

the host country partner work closely
14.73 In our 1998 audit, we described together in harmony and that each fulfils
problems of control over the flow of its designed role in a responsible manner.
money into counterpart funds. Our samplerhe contribution of the host country
of 33 agreements for this audit included Gpartner to the project is defined in an
agreements for items to be sold and the MOU; however, not all countries have the
proceeds deposited in counterpart funds. same capacity or political will to fulfil

The host country typically signs a their commitments in the MOU.
memorandum of understanding (MOU)

with Canada, guaranteeing the full deposit4-78 The Canadian executing agency
of the proceeds. normally cannot be held responsible for

ensuring that the host country partner
14.74 In two of the six agreements, the respects its obligations; nor can it be held

host country did not deposit the full responsible for overall project results
amount owed to the counterpart fund,  where there are indications that the host
even though it had signed an MOU country partner has not fulfilled its
agreeing to do so. commitments. However, it can be made

responsible for providing CIDA with
information on the participation of the
host country at the operational level.

14.75 In one case, in the fall of 1996
CIDA purchased $4 million of wheat for
shipment to Egypt. The Egyptian
government had agreed to deposit the fulll4.79 About half the agreements we
equivalent value in local currency of examined had difficulties related to the
approximately 10 million Egyptian participation of the host country. In those
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CIDA staff attach
considerable
importance to
monitoring projects
under their
responsibility.

cases, CIDAs options were limited. Eitheragreement when results are not

the project continued without all the

forthcoming. CIDA does not build into its

planned participation of the host country, management of project agreements any

or CIDA and its executing agency
absorbed extra responsibility (for
example, see the case study on page

14-15). In only one case was the project
terminated due to unresolvable difference

between CIDA and the host country

agency. The decision was well founded

and prevented considerable further

expenditures on a project that was likely
to be unsuccessful, but at a considerable

cost of time, money and energy.

formal requirement or mechanism for
“off ramps” (decisions to proceed or
withdraw).

4.83 In our sample of 33 agreements,

5 had a significant portion of
deliverables that were not being met as
planned. CIDA chose not to cancel 13 of
these agreements, and cancelled 2 of
them.

14.84  CIDA should build into its
larger service agreements a provision

14.80  Although CIDA plans to spend @ for 3 formal review point, at which time

certain amount in a country each year, its
officers must allow for the capacity of the

a decision can be made on whether the
project should be continued or cancelled

host country partner when considering they its scope changed. The procedures

size and complexity of projects being
proposed. The difficulties we found
relating to host country participation
tended to be in large projects in least
developed countries.

For projects in serious difficulty, CIDA
does not normally cancel the
agreements

14.81 Due to the nature of most
development projects, as well as the
complex logistics of getting Canadian
staff on the ground, CIDA usually must

for doing this should be built into the
agreements. (While the timing could
vary, a logical point might be 12 to 18
months after CIDA's approval of the
Project Implementation Plan.)

Agency’s responseCIDA had already
started to do this for some of its larger
service agreements. CIDA will now more
systematically include the provision of a
formal review point as part of the
professional services agreement.

Agreements are generally well

pay contractors for the inputs they provig&nonitored

rather than for the outputs they achieve. 14.85 We found that CIDA staff attach
At the same time, the agreements make ¢opsjderable importance to monitoring
the Canadian executing agency projects under their responsibility. They
accountable for achieving the expected commonly use monitors under contract to
outputs. If the Canadian executing agencyaview and report on the progress being
fails to do so, CIDA m_ust either cancel thenade, and they insist on receiving
agreement or amend its scope. periodic reports from the Canadian
executing agencies as stipulated in the
agreements. They also visit projects and
attend on-site project steering committee
meetings.

14.82 To get a large project planned
and approved, tendered, contracted and
operationally planned can take anywhere
from one to four or five years. It involves
considerable expense and effort on the 14.86 The quality of reporting by

part of both CIDA and the host country Canadian executing agencies continues to

partner. Given this large investment in
resources and the short-term costs

present difficulties for project officers. All
the service agreements we examined

associated with cancellation, it is difficult contained clauses that required the

for CIDA to decide to cancel the

Canadian executing agency to report on
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progress. Nevertheless, both CIDA and 14.89 We examined the APPRs in our
Canadian executing agencies expressed sample for the year ended 1998-99. We
their frustration to us over expectations fofound that in 6 of the 29 reports, some
these reports, and the time taken to information did not realistically describe
produce them. Canadian executing the actual status of the project. Most of the
agencies often produce the reports late, problems with the quality of the

and it may take a few iterations to satisfy information related to the overall

the CIDA project officer. Canadian assessment of whether a project was . ..
executing agencies told us that CIDA doeseported as progressing satisfactorily, hadsome information in
not specify clearly what it wants; “‘manageable problems” or had “serious the annual project
however, CIDA officers told us they problems”. CIDA has not provided project \
believe it is the Canadian executing officers or managers with guidance on progress reports did
agency’s job to develop an appropriate how to interpret these terms. not rea|istica||y
report. In some cases, this problem \

resulted in projects being slowed becausd‘dreements need to better support describe the actual
the CIDA officer did not have the results-based management status of projects.
necessary information to approve new  14.90 In order to support results-based

work plans. management (RBM), agreements need to

be managed with a high degree of

14.87 In May 1999, CIDAs professionalism:

Performance Review Branch issued a )
Guide to Project Performance Reporting * Expectations for results need to be
for Canadian Partners and Executing ~ clear and realistic.

Agencies. The guide, which is posted on . The capacity of the host country

CIDAs Web site, provides a template for partner needs to be properly assessed.
results-based project reporting. It also ] - ) )
explains how the monitoring of « The sustainability of project benefits

assumptions critical to a project’s succesd!€€ds t0 be addressed in agreements
should be integrated into the report and Where appropriate.

how financial and activity information - Agreements need to be tendered
should be presented. From the agreemenggmpetitively where applicable.

we examined, this guide does not seem to
be widely applied yet in the Geographic
Branches.

Assumptions critical to a project’s
success need to be managed.

« Operational issues such as staff
The quality of annual project progress turnove_r and progress reporting need to be
reports continues to be inconsistent dealt with smoothly.

Our audit identified problems in the
above-noted areas at the planning,
selection and execution stages of the
reement process. When a combination

14.88 Each project officer in CIDA is
required to prepare an annual project
progress report (APPR) on each project.

The report shows an overall assessment 8‘? ) . .
of problems is present in a particular

the project’'s progress against plans, for .

both results achieved and amounts Spent_agreement, the eff_ec_t IS Compou_nded and
This report has been the main internal it becomes more difficult to obtain results.
method of accountability for results by 14.91 When the proper elements of
project. It is also the basic document usedesults-based management are in place,
for preparing CIDA's annual Performancethe chances are increased that an

Report to Parliament. In our 1998 audit ofagreement will result in a successful
Geographic programs, we examined the project. One such example is the Women'’s
quality of CIDA's APPRs and found that itLaw project in China (see the case study
varied widely. on page 14-26).
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14.92 As CIDA works on improving its

organizations in order to support

management of contracts and contributiosustainable development and reduce
agreements, we believe it would be usefupoverty in the developing world. CPB
to consider a number of questions, such gmartners include a wide range of

the following:

«  Should CIDA managers focus on

identifying the development need and the

results expected, letting bidders propose
how they would design and manage a
project to achieve the expected results?

«  How can formal review points or
“off ramps” be built into agreements so

organizations: community, development
and environmental organizations,
universities, churches, professional
associations and co-operatives.

14.94 Canadian Partnership Branch
operations are delivered through four
programs: Voluntary Sector, Industrial
Co-operation, Scholarships and Awards,

that projects less likely to achieve desirecand Youth Internship. Our examination of

results can be terminated without great
additional cost or loss of goodwill?

Canadian Partnership Branch
Agreements

CIDA often does not receive key
information for monitoring
performance

14.93 The objective of the Canadian
Partnership Branch (CPB) is to promote
mutually beneficial partnerships between
Canadian and developing country

Women’s Law Project in China

the Branch focussed on the largest of its
programs — the Voluntary Sector
program. Organizations in the Voluntary
Sector program are funded through either
program or project funding. Program
funding constitutes financial assistance,
which is renewable and thereby enables an
organization to undertake development
initiatives on a broader, more continuous
basis. Program agreements normally
extend up to three years. Each program
usually comprises a number of projects,
ranging from a few to several hundred.
Project funding provides support for a

One contribution agreement in our sample
was signed to help Chinese women realize their
rights under the 1992 Law of the People’s
Republic of China on Protection of Rights and
Interest of Women. We found that this project
incorporated most of the elements we would
expect from a well-managed agreement.

Competitive process

CIDA worked with the All-China Women'’s
Federation (ACWF) to develop the basic
objectives and principles for the project into a
concept paper. Both parties agreed in writing to
these principles and objectives in December
1995. The project concept was incorporated
into a request for proposal (RFP) package for a
competitive contribution agreement outlining the
project to be delivered by a consortium of
not-for-profit organizations. The RFP was sent
to eight potential lead organizations for the
eventual consortium. Bids were received from
three consortiums made up from all the eight. A
team including the project manager, a
contracting officer and a contracted expert on
legal issues evaluated the bids. CIDA awarded

the contribution to the consortium with the
highest score.

Contribution agreement

The contribution agreement clearly outlined
the project’s objectives, expected results,
project components, general activities, and
responsibilities of the various project
counterparts. The Canadian executing agency
and the ACWF also signed a side agreement
that outlined the financial and other obligations
of each organization for the joint management
of the project.

Sustainability

The project design and implementation
paid attention to the four conditions of
sustainability of benefits. The main Chinese
counterpart, ACWF, was identified at the
concept stage of the project. ACWF was
involved in the planning and design of the
project and is involved in the ongoing
implementation of the project. ACWF’s financial
contribution to the project was outlined in the
Project Management Plan and is tracked and

reported in semi-annual reports to CIDA.
Capacity building of ACWF project staff was
built into the project to prepare the organization
to take over the project activities once CIDA
funding ends.

Project execution and reporting

The details included in the contribution
agreement and the Project Management Plan
have allowed the Canadian executing agency
and ACWF to keep the project activities
focussed on their objectives. The Project
Management Plan outlined specific measurable
results and key project milestones for each
component. These project milestones have
been tracked and refined in each semi-annual
report to CIDA. In addition, a detailed Gantt
chart is produced in the annual work plan for
each activity. This detail has allowed the
Canadian executing agency to make
adjustments when delays occurred in one
component or another. For example, when the
information dissemination component was
delayed, the Canadian executing agency was
able to reallocate resources to the training
component of the project.
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single non-renewable initiative for one to .« periodic institutional assessments;
three years. and

14.95 The Canadian Partnership Branch . ongoing dialogue and occasional
ensures the eligibility of the partner site-visits with partners.

organizations that receive support and The Agency focusses
assesses the extent to which their i its efforts toward
programs reflect the Agency’s 14.98 For the agreements we reviewed, o
programming priorities and objectives. financial reports as well as annual auditedmanaging its

The Branch is also responsible for flnanc_lal statements were general_ly relationship with its
assessing the financial and technical ~ Submitted as required. The narrative

capabilities of partner organizations and reports submitted by partner organizationsprogram partners at
for assessing progress toward achieving Varied considerably in the quality of the institutional level,
the program results sought. CIDA does néftformation provided. Two reports we

get involved in the day-to-day reviewed clearly described the programs rather than at the

management of the partners’ program angnd Projects that Wire fun(:]ed arr:d the project level.
project activities. The Agency focusses it&mounts spent on them. The others
efforts toward managing its relationship provided little specific information in

with its program partners at the these key areas. In the absence of this
institutional level, rather than at the information, the CPB cannot know or
project level. verify statements of results achieved. In

addition, where results were indicated,
they were not linked back to those

14.96 As part of this audit, we expected. In an effort to improve reporting
examined a sample of seven program  on results, in January 1999 CPB instructed
agreements in the non-governmental its program officers that effective
organization division of the Voluntary immediately all new proposals for funding

Sector program. We selected agreementgenewal were to include a results-based

that had one or more projects in the six management planning framework. In

countries we visited. All the agreements addition, a Guide to Performance

selected were with organizations that hadReporting for Canadian and Developing

been CIDA partners for a number of year€ountry Partners was issued in February
2000.

14.97 Our audit concentrated on how

well the control framework of the 14.99 We found that the annual CIDA’s program
Canadian Partnership Branch is working. financial risk assessment had been done in e

We identified a number of key elements iRix of the seven cases we looked at. In thdartners had difficulty
the CPB control framework, including:  other case, the assessment done in the yeneasuring the
previous to the agreement indicated a low .
risk. CIDA received audited financial outcomes of their
statements for all seven program program activities.
agreements. In our opinion, the financial

risk assessments were effective in

providing assurance to CIDA on the

financial health of its partners.

« grant and contribution agreements
that call for CIDAs partners to provide
interim financial reports, annual financial
reports, and annual narrative reports;

« review of multi-year program

proposals; . -
14.100 The primary goal of the periodic

institutional assessment is to provide an
- annual review of financial health by overview of the organization, specifically
the Financial Risk Assessment Unit; related to issues of management and
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administration. The terms of reference of 14.101 Institutional assessments are

the institutional assessments do not essentially a review of the organization,
require an assessment of the which are agreed upon jointly and carried
organization’s efficiency and effectivenessut by an independent third party. They
in obtaining development results. are normally conducted when a program

However, the assessments we reviewed renewal is due. CPB managers are

noted that CIDAs program partners had accountable under CIDA policy for
difficulty measuring the outcomes of theirassessing the capacity of recipients to
program activities. In many cases, this deliver aid. However, institutional

inability resulted from an absence of assessments were not carried out in two of
baseline data. As a result, the institutionathe seven cases prior to their program
assessments provide CIDA with limited renewal. For the five program agreements
information on whether its partners are that had institutional assessments, there
delivering effective programming. was evidence that recommendations were
being followed up by the partner
organizations.

14.102 We noted that CPB officers are
required to review each program proposal
before recommending a funding renewal.
These reviews include the program
officer’s assessment of the performance of
the institution over the past one to three
years. However, in the agreements we
reviewed, with one exception the funding
approved by the Minister from 1996-97 to
199899 was based on historical levels
less any across-the-board cuts as a result
of government spending restraint. In the
one exception, the partner’s funding was
reduced as a result of CIDAs performance
assessment.

14.103 We also noted that for 1998-99,
the Minister approved across-the-board
cuts in funds to most CPB partners, but
provided increases to 5 out of 27
organizations as a result of CIDA
performance assessments.

14.104 For the agreements we examined,
CIDA's control framework provides it

with reasonable information on the
financial health of its partners. However,
CIDA receives only limited information

on development results at the program and
project level. As noted in

paragraph 14.100, CIDA’s institutional
assessments commented on the limited
ability of partners to provide performance

A Malian woman using a CIDA-financed mill. Before, this operation was information relating to the outcomes of

performed manually and required much more time and effort. their programs.
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14.105 The Canadian Partnership
Branch should continue its efforts to
obtain better performance information
from its partners on the use of funds
contributed by CIDA and development
results achieved.

Agency’s responseThe Canadian
Partnership Branch has recently
developed “A Guide to Reporting” for its
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results ratings provided by Voluntary
Sector program officers. We noted some
concerns about the quality of the
information that officers relied on in their
estimates. For example, four based their
estimate of progress on the amount of
budget spent. Based on our review of the
documentation for the seven program
agreements we audited, we could agree
with only one of the results ratings

partners, which provides guidance on theprovided by the program officers. This

nature and scope of performance and
financial information required by CIDA.

More meaningful and accurate
information is needed on the Canadian
Partnership Branch in the Performance
Report to Parliament

leads us to conclude that the figure of 85
percent was overstated.

14.108 CIDA should improve the
completeness and accuracy of the
information on the Canadian
Partnership Branch in its Performance
Report.

14.106 As part of our audit, we reviewed
the performance information on Canadia

Partnership Branch activities provided to . o - . .
improve indicators and statistics given in

Parliament in CIDA's 1998-99

Perf R L O b i the Performance Report to ensure that
eriormance Report. Lur observations arfﬁey are more meaningful and useful for

similar to those we made in 1998 on the

. o R the reader. The training offered to, and the
Geographic programs’ information in

CIDAs Performance Report. The CPB experience gained by, Cz_inad|an
. L Partnership Branch staff in results-based
information in the Performance Report

i | t achi h management will over time improve the
provides examples ot achievements uality of the reporting on results being
without any context on expected results og

; chieved.
resources expended to achieve them.
Where the examples span a humber of Gaps in CIDA’s New Information
years, the number of years is not
indicated. SyStem

Agency’s responseThe Canadian
rlz’artnership Branch will continue to

14.109 As part of implementing its new
Enterprise Resource Planning (ERP)
integrated management information
system, CIDA developed a module called

. The Report indicated that for every RBM tool". Project officers regularly
$1 contributed by the CPB to the input into this module the project
Voluntary Sector program in 1998-99, anmformatlon_that currently goes into t_he
average of $1.19 in funds was contributed‘\Nnual Project Progress Report. This
by partner organizations. Based on our Module represents an improvement;
review, a better presentation of CIDAs ~ &lthough the information it contains is
contribution relative to that of its partners €Ssentially narrative, it automatically

would have been closer to $1 for every integrates information from the financial
$0.57. module on total project spending to date.

The new module also permits easier
compilation of aggregate reports by data
field — for example, a report listing all
projects with serious problems and a
narrative description of the problem. The

14.107 We also reviewed two specific
items of information in the Performance
Report to assess their accuracy.

« The Report also indicated that 85
percent of CPB’s programs and projects
were likely to meet or exceed planned
results. CIDA based this estimate on
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The introduction of the
Enterprise Reporting
Package (ERP) system
and the “RBM tool”
module has so far not
achieved the
integration of financial,
contract and
performance data at
the project
management level.

module is useful for senior management of the total dollar value of all agreements.
review and for capturing a global view of Of the agreements under $100,000, about
a project’s progress. three quarters had an original value of

) ) under $25,000, which is the threshold
14.110 However, the introduction of the g,,5ve which a competition is normally

ERP system and the RBM tool module hagqyired. Fewer than 200 of those were
so far not achieved the integration of amended to more than $25,000.
financial, contract and performance data

at the project management level. To 14.113 Some contract splitting

properly manage agreements, project  occurred. We focussed on the

officers require information to monitor theapproximately 1,500 agreements between
details of outputs and activities against $25,000 and $100,000. We looked for
agreed-upon work plans. They also need possible cases of contract splitting. This

to be able to match data on project occurs when an organization splits a larger
spending with other data on outputs contract into smaller contracts, thereby
provided by executing agencies or circumventing contracting regulations or
monitors. An example of this type of policies. We analyzed a variety of possible
project reporting was provided in CIDAs indicators, such as more than one contract
1999 Guide to Project Performance awarded to the same supplier with
Reporting: For Canadian Partners and  overlapping or concurrent dates, or several
Executing Agencies. contracts awarded to the same supplier for
the same amount. We then selected for
further examination 13 service contracts
issued to four companies from 1996-97 to
2000-2001, CIDA has allocated 1998-99. We concluded that contract

$18 million to further develop its ERP splitting avoided NAFTA tendering

system. Although there is reference in theequirements in 9 of the 13 cases (see
planning documents to the RBM tool Exhibit 14.9 for an example).

module, it has not yet been decided how ) )

the funding will be used. At this time, it is 14-114 Non-compliance with

not clear whether the system cont_ractlng policy regarding former
improvements will provide project officersPUPlic servants.In the course of our

with detailed data on project activities an@udit, we became aware that CIDA had
results relative to work plans, and be ablentéred into 10 non-competitive contracts
to relate these data to spending at this  With former public servants who were
level of detail. For instance, the software r€ceiving a pension. These contracts
has the capacity to accommodate a contravened CIDAs delegated authority
reporting format under which Canadian Pecause the Agency did not obtain prior
executing agencies could submit Treasury B(_)ard approval, as required for
performance information electronically to ontracts with former public servants who
CIDA project managers for their input to Were receiving a pension if the contract is
the system. However, CIDA has no non-competitive and its value exceeds

specific plans to develop this type of $25,000.

reporting format. 14.115 In the fall of 1999, CIDA
discovered two cases that contravened its
delegated authority. To its credit, CIDA
then examined its database of

14.111 Out of its total information
technology budget of $32 million for

Some Compliance Problems in
Contracts Under $100,000 _
approximately 3,000 contracts and

14.112 For the years 1996-97 to requisitions entered into with individuals
1998-99, CIDA entered into about 6,100 since April 1997. CIDAs examination was
agreements; 5,300 of these were under made more difficult because there was no
$100,000 and reflected about 10 percent central or departmental registry that
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identified former public servants who non-competitive contracts for the services
were receiving a pension or had receiveddd the same individual. One of these, for
retirement incentive package. CIDA reliedb46,700, also exceeded CIDAs authority
on the collective memory of its Human but was not included in the Treasury
Resources and Corporate Services BrandBoard submission for authorization of
staff to identify former such CIDA retroactive contracts.

employees who had received a subsequent
CIDA contract. However, this collective
memory could not be extended to
consistently identify former public
servants from other departments who ha
received contracts from CIDA. From this
examination, CIDA compiled a list of 114
of its former employees whose files it the
included in preparing the information for
submission to the Treasury Board. A total
of 10 cases were identified. Three
contracts dealing with a single Corporate
Services (non-aid) issue are still active,
with a total value of $886,000.

There was little information to
support the fees arrived at. In two cases,
CIDA accepted the statement that the fee
damount matched what a private sector
client would pay. However, there was no
documentation on file indicating the fees
that had been charged to others. In the
“hird case, the program officer authorized
more than recommended by CIDA's
Contracting Management Division; this
was done on the basis that had the former
employee not retired, the employee likely
would have had a promotion in the
intervening period and should, therefore,

14.116 Because issues such as be paid at a higher rate.

non-competitive contracting, compliance . In our view, the documentation in
with authorities and due diligence were ofthesefiles did not adequately justify an
particular interest to us in this audit, we exception from the Government Contracts
examined how this situation arose in the Regulations to enter into non-competitive
first place. We also examined the contracts.

adequacy of the actions taken to obtain
retroactive Treasury Board approval of
these contracts and to ensure that the
problem does not happen again.

14.118 CIDA has since taken measures
to prevent a recurrence of the problem.
Among other measures, it has issued a
bulletin to all staff reminding them of the
14.117 We paid particular attention to  Policy on contracting with former public
the three contracts that remain active. In Servants. It has also reminded staff of the
addition to the compliance issue identifiedequirement for a declaration form to be

by CIDA, we have some further concernscompleted by an individual or a firm,
indicating whether the individual is a

+ We noted that oneompany had former public servant in receipt of a
previously obtained four other pension. This declaration is to be
CIDAs continuous learning division required consultative services to assist in the delivery of Exhibit 14.9

informatics training on the software packages available to staff. In April 1996, six companies were

invited to send in proposals to provide individuals to deliver the training. One company won the bid  Contract Splitting Avoided
to provide the services of two individuals for a one-year period at $128,400. CIDA split the winning North American Free Trade
bid into two separate contracts of $64,200 each. Each contract was extended to 31 March 1998 and Agreement (NAFTA)
the contract amounts were amended by adding $58,315 each. In April 1998, five companies were Requirements
invited to send in proposals to continue providing this training. The same company again won| the

bid to provide the services of two individuals for a one-year period at $123,264. Again, the winning

bid was split into two separate contracts of $61,632. Each contract was extended to 31 March 2000,

and the contract amounts increased through amendment by $57,673 and $47,187 respectively. Our

audit found that the combined contracts exceeded the NAFTA thresholds in both 1996 ($70,700) and

1998 ($80,900). CIDA's contracting staff had also reviewed the 1998 contracts and concluded that

their issuance failed to meet NAFTA requirements.
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CIDA generally
complied with
Government Contracts
Regulations and
Treasury Board
contracting policy in
its contracting
processes but often
varied from its own
internal policies or
guidelines with
respect to contribution
agreements

maintained in the contracts file and a copinitiated by CIDA. This also raises
kept centrally with Contracting guestions on the fairness and transparency
Management Division. of the process used by CIDA in selecting

ti ies for its | jects.
14.119 We believe that CIDA also needseXeCu INg agencies for 1is farger projects

to seek Treasury Board approval for the 14.122 CIDAs processes for entering
overlooked contract that exceeded into contracts and contribution agreements
$25,000. are not yet providing sufficient support for

14.120 The actions taken by CIDA _results-based management. In many
should serve to keep this situation from instances, these agreements do not meet
recurring — but only if policy CIDAs operational requirements. They

requirements are respected. contain unclear or unr_eahstlc exp_ect_ed

results, or do not provide for monitoring
of and action on changes to assumptions
that are critical to project success.

Conclusion

14.121 CIDA generally complied with  14.123 The control framework for the
Government Contracts Regulations and non-governmental organization division of
Treasury Board Contracting Policy in its the Voluntary Sector program in the
contracting processes. However, the termSanadian Partnership Branch provides
and conditions governing the use of reasonable information on the financial
contribution agreements are very generalhealth of CIDASs partners. However, there
and permit CIDA to make exceptions to was limited information on the projects
its regular procedures. CIDA varied from funded and results achieved. The quality
its internal policies or guidelines by often of information on the Canadian

using contribution agreements instead of Partnership Branch in CIDAs

competitive contracts for projects that  Performance Report to Parliament needs
were not unsolicited proposals but were to be improved.

14-32

Report of the Auditor General of Canada — October 2000



Canadian International Development Agency — Managing Contracts
and Contribution Agreements

% About the Audit

Objectives

Our objectives in this audit were to assess whether CIDAs contracting/contribution processes:

* respect Government Contracts Regulations, Treasury Board guidelines and its own policies;
e are fair and transparent; and

* meet operational requirements and development needs.

Scope and Approach

This audit focussed on how CIDA Geographic Branches (excluding the Central and Eastern Europe Branch)
manage contracts, contribution agreements and other types of agreements for goods and services, including
the selection of Canadian executing agencies to deliver projects.

The audit also examined the control framework for agreements in the Voluntary Sector program of the
Canadian Partnership Branch.

We conducted our work at CIDA's headquarters and visited the selected projects in the field. We reviewed
project documentation and held discussions with the local counterparts for the selected projects, and with
Canadian executing agencies and CIDA officials.

Contracts and contribution agreements population

Since CIDA uses contracts, contributions and other types of agreements for the same purposes and manages
them all in a similar fashion, we included all these types of agreements in our sampling plan.

In selecting a population of agreements to test from, we wanted to include both agreements that had taken
place before the Open Competition Pilot Project as well as those made after. We included in our population
contracts and contribution agreements signed in the Geographic Branches, as well as grants and contributions
signed in the Canadian Partnership Branch, for the three-year period from 1 April 1996 to 31 March 1999.

Sampling plan

In the Geographic Branches, agreements with a value of over $100,000 account for over 90 percent of the
total value of all agreements. To carry out our audit, we developed a dollar-unit statistical sampling plan that
involved examining $1.8 billion of Geographic Branches agreements and $600 million of Canadian
Partnership Branch agreements signed in the years 1996-97 to 1998-99. This resulted in the selection of 33
Geographic Branches agreements with a total value of $214 million, and 7 Canadian Partnership Branch
agreements, in six chosen countries. The countries chosen were India and China for Asia, Peru for the
Americas, and Egypt, Cameroon and Mali for Africa and the Middle East. The selection of countries reflected
the dollar importance of each region and discussions with CIDA.

In order to test the continued relevance of our findings, we also randomly selected for examination a separate
small sample of agreements signed in the 1999-2000 year, for which we did not perform field visits.
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Criteria

Our main sources of criteria were previous audits of the Office of the Auditor General, Treasury Board
directives and CIDA guidelines.

a. General criteria

e Government Contracts Regulations, and Treasury Board and CIDA policies should be respected.

* For contribution agreements and sole-source contracts, review and control of selection of suppliers,
negotiation of arrangements, drafting of terms and monitoring should be at least as rigorous as for
competitive contracts.

* Where possible, contribution agreements and contracts should reflect results-based management
principles, policy and framework in all possible respects.

¢ Information from performance monitoring reports and reviews should be used as required for
management decision making and taking corrective action on projects.

b. Criteria related to the contracting/contribution agreement process
Planning

* The contracting plan should contain an analysis of different options for the particular project, with
competition being the norm. For the non-competitive options, the choice should be well documented and
in line with Treasury Board approvals and contracting policy.

Design
* The statement of work should be clear enough to be translated into contract deliverables.

* Recipient country and counterpart fund contract plans should respect government and CIDA contracting
goals of probity, fairness and transparency.

Selection

* The contract team should have sufficient technical knowledge to develop a detailed evaluation grid and
to use the grid to evaluate the proposals.

* The evaluation grid should be sufficiently detailed so that the weights assigned to each item being ranked
are shown.

* The evaluation grid should be consistent with the Terms of Reference.

* The evaluation of the project proposal should address the contractor’s approach to managing inherent and
external project risks.

Execution and monitoring

* Project implementation plans should be consistent with the statement of work in the contract and the
project approval document and also show the steps and milestones to achieve results.

e Contract performance should be monitored and evaluated against the terms and conditions of the
contract. Contractual remedies for substandard performance should be applied.

* Project and contract files should follow a standard format and be well maintained.
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Performance reporting

* Annual project progress reports should be an accurate representation of the project status and results.

Environment

* Where there is an element (goods or physical work) of the project that could affect the environment, an
environmental assessment should be completed to determine environmental effects.

Audit Team

Assistant Auditor General: David Rattray
Principal: John Hitchinson
Director: Paul Morse

Richard Brisebois
Lori Buck

Shannon Byrne
Derek Demonte
Bryan De Pape
Geneviéve Fournier
Johane Garneau
Geneviéve Hivon
Manfred Kuhnapfel
Raymond Kunce
Amipal Manchanda
Jacques Marquis
Barry Neilson
Barbara Vandernoot

For information, please contact John Hitchinson.
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